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dollar exchange rate. In the middle of October 1923 small
denominations of gold loan began to be put into circulation to
meet the scarcity of currency, which was due to the fact that
paper marks could not be printed fast enough. At the same
time taxation was placed upon a gold basis, being payable in
paper marks at the previous day's exchange rate. Early in
November a new bank was established, the Rentenbank, with
a capital of 3,200 million gold marks raised by the compulsory
mortgage of certain lands and property. This Bank took over
from the Reichsbank the task of financing Treasury bills, and
thus the issue of paper marks ceased and the issue of Rentenmark
notes began. The Rentenmark was accepted as a gold mark in
payment of taxes, and the value of the paper mark was fixed at
4,200,000 millions to the dollar, which made one Rentenmark
or gold mark equal to 1,000,000 million paper marks. The
Rentenmark was not made convertible into gold, but a solemn
announcement was made that it would not be over-issued and
that steps would be taken to put the country's finances in order.
At first commodity prices were much higher in Rentenmarks
than appeared to be justified when comparison was made with
prices in other countries. Later they fell considerably, then
rose again, and there was a period of much uncertainty. The
Reichsbank, however, carried out a policy of drastic credit
restriction which caused a serious trade depression and much
unemployment, but raised the internal value of the Renten-
mark. And meanwhile the whole world accepted the Renten-
mark as a gold mark and soon it was quoted at a slight premium
even in terms of the dollar.

Early in 1924 a Gold Discount Bank was established with a
capital which consisted mainly of a sterling balance in London.
This Bank's operations in discounting mark bills at a fixed rate
of exchange for gold currencies virtually provided converti-
bility for the Rentenmark into gold exchange. In the same year
a new Reichsbank was set up to supersede both the old Reichs-
bank and the Rentenbank as the central bank of issue. This
was in accordance with the recommendations of the Dawes
Committee which had been set up to consider the Reparations